lack of industry. consensus as to the proper geographic scope-of location pormability;*! (3)
substantial modification of billing: systems and the consumer confusion regarding charges
for calls;>'? (4) loss of the-ability to use 7-digit dialing schemes:*" (5) the need to
restructure directory assistance and operator services:’'* (6) coordination of number
assignments for both customer and network identification;*** (7) network and switching
modifications to handle a two-tiered numbering system:*'¢ (8) development and
impilementation of systems to replace 1+ as toil identification;’!” and (9) possible adverse
impact on E911 services.*'®

177. Severali BOCs maintain that the Commission shouid require location
portability immediately because currently new entrants can serve larger geographic areas
with a single switch.*'® Some of these parties maintain that the ability of competing
carriers to serve larger geographic areas from a singie wire center may increase consumer
demand for location portability, thus giving competing carriers an advantage over
incumbent LECs.** MCI, SBC Communications, Nextel, and Arch/AirTouch Paging
argue that, if location portability is impiemented, it shouid be limited to the local calling
area of a wireline carrier.’? MCI further maintains that ailowing numbers to0 be
transterred across NPA or state boundaries wouid negatively affect the numbering
resource because individuals couid remove numbers from the NPA by taking such

' SBC Communications Comments at 6-7; PCIA Commeats at 4. 6. See also AT&T Comments at 8
n.11 (advocating iocation portability within each exchange): Ameritech Reply Comments at 11-12 (advocating
locarion portability on an NPA basis); PCS Primeco Comments at 5 (same).

2 See, e.g., New York DPS Comments at 3-4: Pacific Bell Comments at 27: SBC Communications
Comments ar 7.

* GVNW Comments at 9-10: US Airwaves Comments at 3.

" GVNW Comments at 9-10: Pacific Bell Comments ar 28.

‘5 GVNW Comments at 9-10.

¢ Id.; ACTA Comments at 6.

7 GVNW Comments at 9-10.

31 NENA Reply Comments at 2.

5% BellSouth Comments at 8; NYNEX Comments at 18 n.19; GTE Reply Comments ar 13.

*2  BellSouth Comments at 8; NYNEX Comments at 18 n.19; SBC Communications Reply Comments at
6-7. .

21 MCI Comments at 23; SBC Communications Comments at 6; SBC Communications Reply Comments
at 7; Nextel Comments at S; Arch/AirTouch Paging Reply Comments at 18 n.63.
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mumbers to other areas of the country.”® In comtrast, GSA believes that the greater the
geographic scope of location portability, the more meaningful the consumer benefits. Z

178. While many parties believe iocation portability has some value. most
parties maintain that its implementation shouid not delay impiementation of service
provider portability.’* At the same time, numerous parties, inciuding incumbents, new
‘entrants, and state commissions, argue that any number portability method adopted by the
Commission should be capable of expanding to encompass location portability if such
demand arises.”® GSA, Nortel, and Bell Atlantic argue that a long-term portability
method shouid eventuaily encompass service and location portability.* The Nationai
Emergency Numbering Association (NENA) contends the stamtory definition of "number
portability” in its broadest interpretation would limit any requirement (o provide location
portability to the area served by the same central office.*?’

179.  Pacific Bell and Time Warner Holdings argue that market forces should
drive the development of location portability.*® Florida PSC. Missouri PSC. ACTA.,
Pacific Bell. BeilSouth. and Sprint maintain that current market demand for locanon
portability is mixed, and depends on such factors as the geographic scope of location
portability and costs of impiementation.’”® GSA, on the other hand. claims that demand
for location portability is reflected in the increase in demand tor 800 services and by the
demand for 500 services.”* A number of wireless parties argue that wireless carriers
aiready provide significant location portability.*> Finaily, the New York DPS maintains
that location portability, if limited to a rate center, will avoid the problems of customer

2 MCI Comments at 23.
GSA Reply Comments at 7.
' See, e.g., MCI Comments at 22; Teieport Comments at 6; Time Wamner Holdings Commens at 8-9.

@ See, e.2., BellSouth Comments at 8: US West Comments at 4-5: Teleport Comments at 6: Flonda PSC
Comments at 5-6: [llinois Commerce Commission Comments at 14; Ohio PUC Comments at 34

**  Bell Atlantic Comments at 12: GSA Comments at 5-7; Nortel Reply Comments at 1.
¥ NENA Further Comments at 2. See also 47 U.S.C. § 153(46).

2 Ppacific Bell Comments at 3; Time Warner Hoidings Comments at 7; Time Wamer Holdings Reply
Comments at 7.

¥ Flonda PSC Comments at 5; Missouri PSC Comments at 1, 34; ACTA Comments at 4: Pacific Bell
Comments at 11-12, 26; BellSouth Comments ar 7-8: Sprint Comments at 19.

% GSA Comments at 6.

#0 AirTouch/US West New Vector Reply Comments at 7: CTIA Comments at 8-9; Bell Atlantic NYNEX
Mobile Comments at 3.
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confusion, and that the 1996 Act does not prohibit provision of location portability within
that limitation. 5%

180. OQPASTCO, SBC Communications, and Nextel argue that location
portability shouid only be provided through use of non-geographic numbers. such as 500
services.’”® GTE argues that its survey illustrates that customers are not adverse to a one-
time number change t0 a non-geographic number in order to have number portability.5*
Florida PSC maintains, however, that location portability and 500 services serve different
purposes. with location portability providing the ability to take a phone mumber when a
customer changes premises, and S00 services providing the ability to take a telephone
number to different locations during the day, week. or month.™

3. Discussion

181. We decline at this time to require LECs to provide either service or
location portability. This decision is not inconsistent with the 1996 Act. which mandates
the provision of service provider portability, but does not address explicitly service or
location portability. The 1996 Act’s requirement to provide number portability is limited
to situations when users remain "at the same location.” and "switchf ] from one
telecommunications carrier to another,” and thus does not include service and location
portability 3%

182. While the 1996 Act does not require LECs to offer service and location
portability, it does not preclude this Commission from mandating provision of these
features if it would be in the public interest. nor does it prevent carriers from providing
service and location portability, consistent with this Order, if they so choose. We
believe, however, that requiring service or location portability now would not be in the
public interest. As the record indicates, service provider portability is critical to the
devefopment of competition. but service and location portability have not been
demonstrated to be as important to the deveiopment of competition.-*’

2 New York DPS Further Comments at 2.

¥ OPASTCO Comments at 15-16; SBC Communications Comments at 7-8: Nextei Comments at 4:
Nextel Reply Comments at 3. See also Missouri PSC Comments at 6 (customers who wish to iose the
geographic significance of their telephone number may use a service-specific NPA).

™  GTE Reply Comments at 3.

% Florida PSC Comments at 5.

% See 47 U.S.C. § 153(30).

"7 See supra 19 28. 175.
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183. Consistent with the resuit advocated by most parties commenting on this
issue, we believe that a mandate for service portability is unnecessary for several reasons.
First. and most importantly, requiring carriers t0 make the necessary switch and network
modifications to accomnmodate service portability as well as service provider portability
may delay impiementation of the latter. Second, consumer demand for service portability
is unclear. The record indicates that the benefits of service portability are limited
because the current unavailability of this capability affects only customers who wish to
change their current service 10 Centrex and ISDN services or vice versa. Since most
non-basic services offered by incumbent LECs are purchased in addition to (not in lieu
of) basic services, implementation of service portability may actuaily lower demand for
the aiternate services if it raises their prices.’*® Third, our requirement to provide service
provider portability does not preciude carriers from offering service portability where
they perceive a demand for it. In fact, our mandate wiil likely facilitate carriers’ ability
to provide service portability. Service provider portability will naturally drive the
provision of service portability because if a user can receive a different service and keep
the same number simply by switching carriers. service providers will have an incentive to
offer service portability to keep those customers. Fimally, carmer attempts to differennate
their products from those of other carriers will sumuiate changes in services by
customers. regardless of service portability.

184. We also believe that, at this time, the disadvantages of mandating location
portability outweigh the benefits. Our chief concern is that users currently associate area
codes with geographic areas and assume that the charges they incur wiil be in accordance
with the cailing rates to that area. Location portability would create consumer confusion
and resuit in consumers inadvertently making, and being billed for, :oll calls. Consumers
would be forced to dial ten. rather than seven, digits to place local calls to locations
bevond existing rate centers. In order to avoid this customer confusion. carriers, and
ultimately consumers, would incur the additional costs of modifying carriers’ billing
svstems. replacing 1+ as a toll indicator, and increasing the burden on directory,
operator. and emergency services to accommodate 10-digit dialing and the loss of
geographic identity.

185. In addition to the disadvantages, the demand for location portability is
currently unclear. There is no consensus on the preferred geographic scope of location
portability. Also, users who strongly desire location portability can use non-geographic
numbers by subscribing to a 500 or toll free number. Finally, whereas having to change
numbers deters users from switching service providers, we believe that a customer’s
decision to move to a new residential or business location generally would not be
influenced significantly by the availability of number portability. Therefore, location
portability will not foster the development of competition to the same extent as service
provider portability.

¥ See SBC Communications Comments at 8.
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186. We recognize that new entrants will be able to offer a greater range of
locanion portability per switch due to their network architecture and because they will
generally have fewer customers in the area covered by a switch.”” To avoid the
consumer confusion and other disadvantages inherent in requiring location portability,
however, we believe state reguiatory bodies shouid determine, consistent with this Order,
whether to require carriers to provide location portability. We believe the states shouid
address this issue because we recognize that "rate centers” and local calling areas have
been created by individual state commissions, and may vary from state to state. To the
extent rate centers and/or local calling areas vary from state to state, the degree of
location portability possible without causing consumer confusion may aiso vary. We
therefore expect state regulatory bodies to consider the particuiar circumstances in their
respective locales in determining whether to require carriers to impiement location
portability.

187. We recognize that location portability would promote consumer flexibility
and mobility and potentially promote competition by allowing carriers to offer different
leveis of location pormbility in a competitive manner. Also, the importance that
consumers artribute to the geographic identity of their teiephone numbers may change,
and our concerns regarding customer confusion may no longer hoid true. For these
reasons. we require any long-term method to have the capability of accommodating
location and service portability if. in the future, demand increases or the burdens
decrease. %

I 500 and 900 Number Portability

1. Background

188. Currently, consumers can purchase 500 or 900 services from either local
exchange or interexchange carriers. A consumer subscribing to 500 service receives a
500 "area code" number that can be programmed to deliver calls wherever the consumer
travels in the United States and in many locations around the worid. 900 service is a
cailing service providing businesses with a method to deliver information. advice. or
consuitations quickly and conveniently by teiephone. Individuais cailing 500 or 900
subscribers dial 500 or 900 plus a 7-digit number (NXX-XXXX). When a cail is placed
to a 500 or 900 service teiephone number, the originating LEC uses the NXX of the
dialed number to identify the carrier serving either the owner of the 500 number, or the

*®  We anticipate that a new entrant will employ equipment capable of serving a larger area per switch,
and serve fewer customers in each area served by one switch, than incumbent LECs do presently. As a result,
one switch of a new entrant could serve all customers in a certain area, while the incumbent LEC must use two
or more switches to serve all customers in that area. Thus, the new entrant’s network would be capabie of
geograph:oally transferring telephone nurmbers across rate centers of incumbent LECs.

' See supra { 58.
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business operating the 990 mumber service. The LEC then routes the call over the
appropriate carrier’s network. >

189. In the Natice, we tematively concluded that service provider portability for
500 and 900 numbers is beneficial for customers of those services.*? We sought
comment on this tentative conciusion and on the costs (monetary and nonmonetary) of
making such portability available.>® With respect to 500 service provider portability, we
sought comment on the estimated costs of depioying and operanng 2 database solution,
and whether it wouid be technicaily feasible to upgrade the existing 800 database and
associated software to accommodate PCS NOO numbers.** We also sought comment on
whether it is feasible (both technically and economically) to provide PCS NOO service
provider portability in a switch-based translation environment.>** Further. we sought
comment on the following issues raised by the Industry Numbering Committee’s (INC’s)
PCS NOO report: (1) who would be the owner/operator of an SMS administering a PCS
NOO database; (2) how wouid that administrator be selected; (3) how wouid the costs of
providing PCS NOO portability be recovered; and (4) by what date should PCS NOO
portability be depioyed.** Finaily, we sought comment on the ability of 900 number
portability to lower prices and stimulate demand for 900 services. and on the costs of
depioying and operating the necessary database.’*’

2. Positions of the Parties

190. In comments filed prior to passage of the 1996 Act, a majority of parties
argue that consideration of 500 and 900 number portability is premature, as the current

<&t

69 of the e 9 FCC Red 7873 (Com. Car Bur. 1994) (500 Access Order); AT&T
Lerter at 1, fromBetsy J. Bmdv to Jason Karp, FCC. CC Docket No. 95-116. filed May (7. 1996 (AT&T
May 17. 1996 Ex Pante Lerter).

“2  Notice, 10 FCC Red at 12372,

g

% Id. at 1237S. The rerm "PCS" refers to a set of capabilities that allows some combination of personal
mobility, terminal mobility and service profile management. In the number pornability context, "PCS NOO" is
used by the INC to include both 500 and other NPA codes. Id. at 12372 & n.57.

14,

46 1d. at 12375-76

7 1d. at 12374.
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costs of implementation outweigh any benefits.** Indeed, several LECs maintain that the
Commission shouid establish a separate docket t0 address the unique issues raised bv 500
and 900 service provider portability.>*®

191. In contrast, MCI, Citizens Utilities, Competitive Carriers, Florida Public
Service Commission, and some CMRS providers contend that 500 and 900 number
portability wouid benefit consumers, and that service provider portability for 500 and 900
numbers shouid. be developed, as long as the costs are not prohibitive.”*® The informatiom
service providers generally agree that 900 portability shouid be mandated by the
Commission as soon as possible to increase competition for information service provider
traffic among [XCs, and to offer a more efficiemt and broader range of information
services. !

192. Imteractive Services, MCI, and Teleservices maintain that the toll free
database can be modified to include 900 numbers at relatively modest cost. and that the
impiementation and administration of toll free number portability would provide a model
for 500 and 900 mumber portability.>*> Both Interactive Services and MCI note that
parties have failed to provide reievant cost and benefit data in the record of this
proceeding, and urge the Commission to require parties to submit data concerning the
total costs of implementation and operation.***

193. Ameritech states that updating the existing toll free platform to support 900
numbers is technically possible, but would require extensive systems modifications.>*
Ameritech aiso states that it wouid be technically and economicaily infeasible to provide
PCS NOO portability in a switch-based transiation environment due to the memory

8 See, ¢.g,, Amenitech Comments at 13; AT&T Comments at 39-40; Ohio PUC Repiy Comments at 8:
Teiemanon Comments ar 2-3 (900 number portability 1s inconsistent with Telephone Disclosure and Dispuse
Resolution Act).

9 See. e.g., Ameritech Comments at 13; Bell Atlantic Comments at 23-24; USTA Reply Comments at
12.

0 See, e.g., MCI Comments at 24; Citizens Utilities Comments at 18; Competitive Carriers Comments at
23: Flonda PSC Comments at 9; Arch/AirTouch Paging Comments at 6 & n.9, 17-18.

! Interactive Services Comments at 2-3; Interactive Services Reply Comments at 1, 6;: MCI Comments at
24; Teleservices Comments at 5.

%2 Interactive Services Reply Comments at 3-4; MCI Comments at 27-28; Teleservices Comments at 7-9.
3 MCI Comments at 31-32; Interactive Services Reply Comments at 4.
3% Ameritech Comments at 1S.
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capacity limitations and the operationai issues associated with updating the routing
tables.’> Bell Atlantic states that it may be technicaily feasible to upgrade the existing
toll free database to accommodate 500 and 900 mumbers, but this would require extensive
system changes.’*® NYNEX supports implementation of service provider portability for
500 numbers as proposed in the INC Report on PCS NOO Portability, which sets forth a
four-year impiementation schedule.” USTA argues that 500 number portability can best
be provided through a narional, centralized database, similar to the toil free database. and
notes that a 900 number portability solution may not be able to utilize the same piatform
as that contempiated for 500 number portability because of the differing structures of the
services associated with 900 number services.>®

194. Only two parties addressed the issue of 500 or 900 portability in comments
filed after passage of the 1996 Act. Interactive Services asserts that the 1996 Act
requires LECs to provide service provider portability for 900 numbers when technicaily
feasible. and that the record in this proceeding demonstrates that long-term service
provider portability for 900 numbers is technicaily feasible.*® Interactive Services did
not comment on whether service provider portability for 500 numbers is technicaily
teasible. BeflSouth states that the 1996 Act is silent with respect to the portability of
non-geographic numbers.®

3. Discussion

195.  Section 251(b)(2) of the 1996 Act requires all LECs "to provide. to the
extent technically feasible, number portability in accordance with requirements prescribed
by the Commission. "*! Section 3, in turn, defines number portability as "the ability of
users of telecommunications services to retain, at the same location. existing telephone
numbers . . . when switching from one telecommunications carrier to another. "%

3 Id. See aiso NYNEX Comments at 19 (existing switched-based solurion that provides 900 service
today is not easily transferable to a portable architecture)

3% Beil Atlantic Comments ar 23.

7 NYNEX Comments at 19. See also Pacific Bell Comments at 23 (implementation of network to support
500 portability will require additionai work as detailed in INC Report on PCS NOO Portability).

%% USTA Comments at 11-12.

% Interactive Services Further Comments at 2-4.
€ BellSouth Further Comments at 3.

¥ 47 U.S.C. § 251(b)(2).

247 U.S.C. § 153(30).
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196. Whiie both- LECs and interexchange carriers are: able-to provide 500 and-
900 services,. such. services are more frequently- provided by [XCs.’®® LECs, to date,
have offered relatively few 500 and 900 services because the Bell Operating Companies.
which serve over 76 percent of the nation’s access lines, were preciuded from offering
interLATA. services under the Modification of Final Judgment ** and therefore couid
offer 500 and 900 services only on an intraLATA basis.’® Conversely, 500 and 900
terLATA services, which account for most of the 500 and 900 numbers, have. up until
now, been exclusively provided by IXCs. Thus, most users of 500 and 900 services
obtain their mumbers from [XCs, and not from LECs.

197.  Although the stamte does not define specifically the numbers that must be
portable, the stamte on its face imposes an obiigation to provide number portability only
on LECs.%% Recause the stamute’s directive to provide number portability applies only to
LECs. IXCs are not obligated under the 1996 Act to participate in making their numbers
portable when their customers wish to move their numbers 10 another IXC or any other
carrier offering 500 or 900 service.’’ In the case of 900 service, the "user” of the
telecommunications service that wants to keep its number. when switching carriers is the:
business that is offering a 900 service, not the end user that is purchasing the informatiorr
service from the 900 service provider. A 900 service provider typically purchases
transport from an IXC and uses a 900 number assigned to that IXC to offer its service.
As a consequence, if a 900 service provider wishes to retain its number when switching
from one carrier to another, the IXC (and not the LEC that provides exchange access to
the IXC) is the party that would have to release the management of the number in
question. Likewise, 500 service today is offered exclusively by IXCs, which have blocks
of 500 numbers assigned to them for this purpose. When a 500 customer wishes 10
switch from one carrier to another, the [XC providing the 500 service (and not the LEC

*®  See Long Distance Carmer Code Assignments, Industry Analysis Division. Common Carrier Bureau,

Federai Communicarions Commussion (Jan. 1996) ar 23. 43 (as of September 30. 1995. the BOCs. 1n the
aggregate. were assigned 37 central office codes for 900 numbers, while interexchange carriers were assigned
321. Simiiarly, the BOCs were assigned 26 centrai office codes for 500 numbers, while ail other Amenican
carriers, in the aggregate. were assigned 372).

**  See United States v. W, ec. Co., 552 F. Supp. 131 (D.D.C. 1982), aff’d sub nom. Marylagd v.
United States, 460 U.S. 1001 (1983); United States v. Western Elec. Co., 569 F. Supp. 1057 (D.D.C. 1983)

(Plan of Reorganization), aff'd sub nom. California v. United States, 464 U.S. 1013 (1983); see aiso United
States v. Western Elec. Co., Civil Action No. 82-0192 (D.D.C. Apr. 11, 1996) (vacating the MF)).

*  Under the 1996 Act. BOCs now may provide interLATA services that originate outside of their in-
region states, and may in the future provide in-region interLATA services upon our finding that they have met
the requirements of section 271.

% See 47 U.S.C. § 251(b)(2).

7 As noted in the 500 Access Order, 500 service providers may include IXCs, cellular companies,
enhanced service providers, and possihly even LECs. 9 FCC Red at 7873.
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that provides exchange access to the SO0 service provider) wouid have to relinquish the
mumber in question to the competing carrier. Thus, as a practical matter. portability for
the vast majority of 500 and 900 numbers can occur only if the IXC releases (0 the new
carrier management of the assigned 500 or 900 mumber that is to be ported.

198. We recognize, however, that LECs increasingly may offer 500 and 900
services themselves in the furure. To the extent they do. we conclude that those LECs
wouid be obligated under the 1996 Act to offer number portability for their own 500 and
900 numbers to the extent "technicaily feasible.” We believe we have insufficient
evidence in this record to determine whether it is technically feasible for LECs 10 provide
portability for their own 500 and 900 mumbers. Neither the INC nor state mumber
portability task forces have addressed the issue of 500 and 900 number portability .6
The record developed on this issue largely predates passage of the 1996 Act.*® and as a
consequence, few parties have focused on this issue. No party to this proceeding has
suggested that any of the curremtly available methods. such as RCF or DID. or any of the
long term methods currently under consideration, such as LRN. couid be used to provide
portability for non-geographic mambers. I[nstead. the parties thatr addressed this issue
suggest that the curremt toll free database potentially couid be modified to accommodate
500 and 900 numbers, but note that a host of major technicai issues would need to be
resoived.’™® The oniy party to this proceeding that argues that the Commission is
required under the 1996 Act to mandate service provider portability for 900 numbers,
Interactive Services, fails to address the fact that the statutory obligation to offer number
porability falls only on LECs, and not on other carriers that offer 900 services. No
party has addressed the technical feasibility of modifying the existing toil free database to
make only those 500 and 900 numbers that are assigned to LECs portable. We,
therefore, direct the INC to examine this issue, and file a report with this Commission
within twelve months of the effective date of this order addressing the technical feasibility
of requiring LECs to make their assigned 500 and 900 numbers portable. whether it be
through modifying the existing toll free database or through another system. Upon
receipt of this report. we will take appropriate action under the 1996 Act.

¢ See, e.g., INC Report; CA LNP Task Force Report.

% Only two parties that filed comments in response to the Bureau's March 1996 Public Notice addressed

the issue of 500 or 900 portability. See BellSouth Further Comments at 3; Interactive Services Further
Comments at 2-4.

S0 See, e.g., Ameritech Comments at 15; Bell Atlantic Comments at 23; NYNEX Comments at 19;
Pacific Bell Comments at 23-24; USTA Comments at 12.
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IV. FURTHER NOTICE OF PROPOSED RULEMAKING

A. Long-Term Number Portability - Costs and Cost Recovery
1.  Background

199. In the Notice, we requested comment On appropriate cost recovery
mechanisms regarding long-term number portability.’”! We also sought comment. data.
studies, and other information on the costs associated with designing, building, and
deploying long-term mumber portability.” Section 251(e)(2) of the 1996 Act requires.
inter alja, that the costs of number portability be borne by all telecommunications carriers
on a competitively neutral basis.”

2. Positions of the Parties

200. In response to the july Nogice, many parties assert that the costs of number
portability cannot be estimated until the industry adopts a particular architecrure.’™
While the incumbent LECs generally urge the Commission to continue to gather
information concerning the potential costs and impacts on existing networks from ongoing
state activities, a few parties offer rough estimates regarding the costs of impiementing
long-term number portability. We note that many of these estimates assume a significant
level of location portability.*"

201. The incumbent LECs generally assert that the costs of providing iong-term
number portability shouid be borne on a "competitively neutral” basis by those carriers
that cause or benefit from number portability.’” They assert that specific cost recovery
mechanisms cannot be established until a better understanding is deveioped regarding how

' Notice, 10 FCC Red ar 12367-68.

1d. at 12368.
B See 47 U.S.C. § 251(e)(2).

M See, ¢.g., Bell Atlantic Comments at 16; MCI Comments at 19-20; Michigan PSC Staff Reply
Comments at 3.

% See, e.g., Cincinnati Bell Comments at 9 (citing Ameritech’s testimony before Michigan PSC

estimating $50-60 million for the Chicago LLATA); GTE Comments at Attachment A (estimating $1.65 billion to

implement method such as LRN nationwide).

% See, ¢.g., Bell Atlantic Comments at 21; Cincinnati Bell Comments at 10; NYNEX Comments at 21-
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number portability should be provided.”” Ameritech, however. proposes a cost recovery
stucture with: three categories of costs: (1) admimistrative and overhead costs for
SMS/databases — to be recovered from ail providers: (2) costs directly assignable to
number portability deployment -- to be recovered from all LECs, both incumbents and
new entramis, in proportion to the amount of telephone mumbers that each has transferred
to its switches; and (3) costs incurred to increase the capacity of existing infrastructure —
to be borne mostly by incumbent LECs.”™ Some incumbent LECs also contend that the
costs of deploying long-term number portability shouid be allocated between state and
federal jurisdictions.™

202. Most other parties generally contend that all telecommunications carriers
and their customers shouid bear the costs of long-term number portability because they ail
benefit from the service and price competition stimuilated by poruability.*® Non-LEC
parties generally contend that carrier-specific costs incurred in adapting existing systems
10 long-term number portability should be recovered. like other network upgrades such as
AIN and SS7, through tariff and contract mechanisms.** Sprint and AT&T advocate
impiementing portability on a region-by-region basis (with costs amortized over several
vears) (o minimize incumbent carriers’ greater burdens for upgrading existing
networks.’® Several parties aiso contend that the external costs of long-term number
portability, i.e., the costs of designing, deploying, and operating facilities common to ail
carriers. shouid be shared equitably among all affected carriers.’® Parties offer several
different methods of allocating costs among the reievant carriers.’®

‘7 BellSouth Comments at 55-56; BellSouth Reply Comments at 21; Pacific Bell Comments at 14.
®  Ameritech Reply Comments at 5-7; Ameritech February 21, 1996 Ex Parte Filing at 17.
Ameritech Comments at 6. USTA Comments at 13.

™ See. e.g,, Florida PSC Commems at 7: PCIA Comments at 10: Users Commuttee Reply Comments
a4,

B See, e.g., Competitive Carmers Comments at 21; General Communication Comments at 5-6;: GO
Communications Reply Comments at 8-9. See aiso Teleport Reply Comments at 8-9 (arguing that requiring
carners to bear their own internal costs wouid encourage them to minimize costs).

2 Sprint Comments & 12-13; AT&T Reply Comments at 23.

®  Citizens Utilities Comments ar 10-11; SBC Communications Comments at 24; PageNet Comments at
13.

™ See, e.g., Ameritech Reply Comments at 7 (per-query basis); US Airwaves Comments at 7 (charges in
proportion to size of carrier’s customer base); GO Communications Reply Comments at 8-9 (transaction or per-
query basis); MFS Comments at 13 (surcharge assessed per active telephone); NYNEX Comments at 21 (costs
allocated based on differing benefits derived from portability); Scherers Communications Comments at 3

(database costs distributed based on usage, like toll free database); Teleport Reply Comments at 9-10 (surcharge

per local access line, assessed monthly or annually); USTA Comments at 15 (one-time per-line charge to switch
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203. After passage. of the 1996 Act, and in response to the March Public Notice:,
several parties addressed the meaning of the stattory language "competitively neutral™ as-
set forth in section 251(e)(2). Ameritech asserts that this standard requires. that all costs
be ailocated to all telecommunications carriers on a basis that is independent of who
incurred the cost or who uses portability, and that gives no competitor an advantage. 8
Ameritech criticizes proposals that would limit or exciude recovery of costs incurred by
incumbent LECs or allocate costs based on lines.** BellSouth urges the Commission to
consider the types of infrastructure costs that all classes of carriers will bear in
impiementing number portability, not just incumbent LECs. in order to avoid imposing
large financial burdens on any particular class of carriers. especially those not required to
participate in portability.’® GTE and Pacific Bell argue that requiring each carrier to
bear its own costs wouid resuit in incumbent LECs paying most of the impiementation
costs, which is not competitively neutral.**

204. In contrast, ALTS, Omnipoint, and Cox maintain that competitive
neutrality requires each carrier to bear its own costs, and that no carrier shouid be
required to pay for upgrades to another carrier’s network.’® Moreover, Cox argues that
incumbent LEC proposais 10 require that the new entrants bear ail number portability
costs are not competitively neutral because it wouid unreasonably burden those carriers.®
In addition, Cox asserts that. because new entrants will begin providing service at
different times, it wouid be difficuit to allocate costs on a competitively neutral basis
uniess each carrier bears its own costs of impiementation.’® Omnipoint asserts that

carniers plus per-query charge for database access).
S Ameritech Further Reply Comments a1 7-8. See aiso Pacific Bell Further Repiy Comments at 8.
% Amentech Further Reply Comments at 7 & n.18.
**’  BeliSouth Further Reply Comments ar 8.
*  GTE Further Reply Comments at 7: Pacific Bell Further Reply Comments at 8. See also USTA
Further Reply Comments ar 8-9 & n.5 (aiso noting that Section 252(d) contemplates that CLECs may pay

incumbent LECs for operating, signalling, routing, billing, or other administrative support systems).

®  ALTS Further Comments ar 6-7; Cox Further Reply Comments at 5-6; Omnipoint Further Comments
ar 8.

% Cox Further Reply Comments at 5, 6.
%' Cox Further Comments at 5-6 & n.5 (Cox also notes that the new entrant’s cost per customer to

upgrade to support number portability is likely to be higher than an incumbent’s because the software and much
of the hardware will cost the same amount regardless of how many customers are being served).
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requiring carriers to compensate other carriers with less efficient systems and networks is
competitively unfair. 2

205. US West advocates permitting LECs to recover their costs using a per-line
surcharge, claiming that all carriers are entitled to recover their implementation costs
under the 1996 Act.’® GTE suggests establishment of a "cost pool.” under which each
subscriber would be assessed an amount, regardless of which carrier it used.** Beil
Atlantic claims that allowing incumbent LECs to recover their costs only from their
customers, and not from other providers, is not competitively neutral because costs would
be recovered only from those end users who do not use or benefit from portability, and
higher incumbent LEC rates would encourage their customers to switch providers.>*
USTA cautions that not permitting carriers to recover their costs through separate charges
for number portability will resuit in an across-the-board increase in local rates. which. for
incumbent LECs. must be approved by state regulators.**

206. In contrast. MFS maintains that the competitive neutrality requirement does
not apply to end users at ail, but rather requires an analysis of charges assessed to other.
competing telecommunications carriers.”” Teleport argues that number portability costs
should not be recovered from customers through a number portability surcharge. as such
charges would deter customers from transferring their numbers.”® Cox asserts that
GTE’s pooling argument is not competitively neutral because it would create incentives
for incumbents to inflate costs.%

207. MFS argues that the competitive neutrality standard in the 1996 Act
requires that only the shared/common costs be borne by all telecommunications carriers,

™ Ommpomnt Reply Comments at 8: Ommpomnt Further Comments at 8.

® US West Further Reply Comments at 7-8. See aiso Pacific Bell Further Reply Comments at 8-9
(asserting that the Comnussion need only adopt the basic contours of the cost recovery mechanism by August 8.
1996, 1o discharge its section 251(e)(2) obligations).

**  GTE Further Reply Comments ar 8.

% Bell Atlantic Further Reply Comments at 5.

% USTA Further Reply Comments at 9.

7 MFS Further Reply Comments at 6.

% Teleport Further Comments at S.

%% Cox Further Reply Comments at 6 (also noting that incumbents will be able to reduce costs by taking
advantage of unused capacity, while new entrants will have to build their networks from scratch).
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and that suchr allocation shouid be done based on net revenues.®® [t notes that ail
telecommunications users shouid not be interpreted to mean only a segment of the
market, a single class of carriers, or a singie class of customers.®! MFS further argues
that the shared/common costs couid be recovered from each carrier’s customer base, but
not from other carriers in the form of increased charges.®® TRA contends that section
251(e)(2) comempiates a competitively fair distribution of the common costs associated
with number portability among oniy those carriers engaged in the provision of locai
exchange/exchange access services, not a general levy on ail telecommunications
providers.®® Teleport and Time Warner Hoidings propose similar cost recovery
mechanisms to MFS, but argue that the shared costs shouid be ailocated based on the
mumber of lines served, rather than net revenues.®®* ALTS argues that, in order to
expedite the impiementation of number portability, shared/common costs (€.g., costs
associated with the number portability database(s)) should be recovered by a third party
from all carriers on a per line basis, but notes that there is considerable economic logic in
recovering such costs according to net revenues.*®

3. Discussion

208. We tematively conclude that three types of costs are involved in providing
long-term service provider portability: (1) costs incurred by the industry as a whole,
such as those incurred by the third-party administrator to build, operate, and maintain the
databases needed to provide number portability; (2) carrier-specific costs directly related
to providing number portability (e.g., the costs to purchase the switch software
impiementing number portability); and (3) carrier-specific costs not directly related to
number portability (e.g., the costs of network upgrades necessary to implement a
database method). We seek comment on this tentative conclusion and ask whether other
types of costs are involved in the provision of long-term service provider number
portability.

*®  MFS Further Comments at 4-S. See aiso Omnipoint Further Comments at 9 (asserting that common
costs shouid be shared by competitors). But see Bell Adantic Further Reply Comments at 6 (asserting that
whiie revenues shouid inciude payments from consumers. they shouid not exciude any payments that carriers
pay out to other carriers). -

%' MFS Further Comments at 5.

2 Id. at 7.

% TRA Further Reply Comments at 7-8.

% Teleport Further Comments at 6; Time Warner Holdings Further Comments at 9.
% ALTS Further Comments at 7 n.5.
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209. New section 251(e)(2) of the Communications Act requires that the costs of
establishing "number portability be borne by ail telecommunications carriers on a
competitively neutral basis as determined by the Commission. "*® We temtatively
conclude that the "competitively neutral” standard in section 251(e)(2) applies only to
number portability costs, and not to cost recovery of carrier-specific, non-number
portability-specific costs, such as upgrades to SS7 or AIN technologies. This
interpretation is borne out by the piain language of the stamte. which only requires that
teiecommunications carriers bear the costs of mumber portability. We aiso tentatively
conciude that section 251(e)(2) does not address recovery of those costs from consumers.
but oniy the ailocation of such costs among carriers. We seek comment on these
tentative conclusions. We also seek comment on the meaning of the statutory language
"all telecommunications carriers” as that term is used in section 251(e)}(2). We further
seek comment on whether the Commission has authority to exclude certain groups of
telecommunications carriers from the cost recovery mechanisms for number portability,

 and. if so, which carriers shouid be exciuded.

210. In determining the cost recovery mechanism for currently available number
portability measures, we set forth principles with which any competitively neutral cost
recovery mechanism shouid comply. Specificaily, we required that (1) a competitively
neutrai cost recovery mechanism should not give one service provider an appreciable.
incremental cost advantage over another service provider. when competing for a specific
subscriber; and (2) a competitively neutral cost recovery mechanism should not have a
disparate effect on the ability of competing service providers to earn a normal return.
As in the case of currently available number portability measures, we believe that these
principles equally apply to the allocation of costs incurred due to the implementation of
tong-term number portability. We, therefore, tentatively conclude that any long-term cost
recovery method should comply with these principles. We seek comment on this
tentative conclusion.

211. In the above Report and Order. we conclude that any state that prefers to
develop its own statewide number portability database rather than participate in a
regionaily depioyed database may "opt out” of the national database plan and implement a
state-specific database. Pursuant to the requirement of section 251(e)(2) that number
portability costs be borne by all telecommunications carriers on a competitively neutral
basis as determined by this Commission, we must establish pricing principles that are
applied consistently to ail carriers. Consequently, we tentatively conclude that the pricing
for state-specific databases should be governed by the pricing principles established in
this proceeding. We believe the use of our pricing mechanism -- even in states that opt
out of the regional database system -- will help to maintain consistency between states,
thereby improving the likelihood that competition will develop nationwide.

%% 47 U.S.C. § 251(e)(2).

%7 See supra 1Y 131-135.
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a. Costs of Facilities Shared by All Carriers for the
Provision of Number Portability

212. The costs of facilities shared by all telecommunications carriers for
providing long-term mumber porwability include, for exampie, the costs of buiiding and
administering regional databases. We seek comment on whether the database
administrator(s) selected through the NANC should recover the costs of facilities shared
by all telecommunications carriers for the provision of long-term mumber portability
through a charge assessed only on those carriers using the databases or on all carriers
whether or not they use the databases. We note that if a regional database consists only
of the SMS, usage wouid consist of uploading and downioading mumber portability
routing information. However, to the extent a database architecture is chosen that utilizes
an SMS/SCP pair, usage additionaily may include carrier queries to the regional SCP for
purposes of providing routing instructions to carriers for individual calls. We seek
comment on whether such costs. if recovered from all carriers, shouid be recovered on a
nanionwide or regional basis, and how they should be recovered on such bases. To the
extent such costs are recovered on a nationwide basis, and muitiple entities are selected to
admmnister the regional databases, we seek comment on whether either one of the neurrai
third-party administrators or a separate entity shouid be designated to allocate the
aggregate costs among each telecommunications carrier and determine the method by
which such payments should be made.

213. With regard to those carriers responsible for bearing the costs of the shared
facilities, we tentatively conciude that the recovery of the costs associated with these
databases should be allocated in proportion 1o each telecommunications carrier’s total
gross telecommunications revenues minus charges paid to other carriers. We believe that
the use of gross telecommunications revenues to allocate costs best comports with our
principles for competitively neutral cost recovery set forth above. As we indicated in our
discussion of currently available number portability measures. such allocator would not
give any provider an appreciable, incremental cost advantage over another service
provider. nor have a disparate effect on the ability of competing service providers 0 eam
a normai reurn.*® In addition, gross telecommunications revenues are the least
distortionary, among practical applications, of allocating costs across telecommunications
carriers.® We aiso believe it is appropriate to subtract out charges paid to other
carriers, such as access charges, when determining the reievant amount of each carrier’s
telecommunications revenues for purposes of cost allocation. This is because the
revenues attributable to such charges effectively would be counted twice in determining

= W

*®  The best method of allocating costs across carriers is economic profits. However, economic profits are
not the same as accounting profits and as a practical matter are not measured. The second best aiternative is
gross revenues. David N. Hyman, Public Finance: A Contemporary Application of Theory to Policy 474-476
(2d ed., The Dryden Press 1987).
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the relative mumber portability costs each carrier shouid pay - once for the carrier paying
such charges and once for the carrier receiving them.%® As we concluded in the above
Report and Order, and as Congress has determined in the 1996 Act, number portability
wiil benefit all telecommunications carriers and users of telecommunications services
through increased competition.®!! We believe that a reasonable, equitable, and
competitively neutral measure of such benefit is each telecommunications carrier’s gross
telecommunications revenues minus charges to other telecommunications carriers. We
seek comment on whether this proposal for recovery of the costs associated with regional
databases comports with the standard set forth in section 251(e)(2), and whether there
exist alternative ways of allocating this type of cost among the relevant carriers.

214.  We currently require the NANPA to recover the costs of administering the
NANP. and operating databases to perform such administration, from all
telecommunications carriers. The recovery of these costs is ailocated among all
telecommunications carriers based on the carriers’ gross revenues.®? In our recent
Imerconnection NPRM, we tentatively concluded that we need not take any further action
to comply with section 251(e)(2)’s mandate that the cost of establishing
telecommunications numbering administration arrangements be borne by ail
telecommunications carriers on a competitively neutral basis, in light of the action taken

in the Numbering Plan Order.*"

215.  With the impiementation of long-term number portability measures. all
carriers, including currently regulated incumbent LECs. will incur costs specific to the
deployment and usage of number portability databases. Therefore. we seek comment on
whether incumbent LECs shouid be able to recover their portion of the costs of facilities
shared by all carriers in providing long-term number portability from their end users or
from other carriers, and whether the Commission should prescribe the particular cost
recovery mechanism. To the extent parties argue that such costs should be recovered
from other carriers. we seek comment on whether such carriers should inciude all
telecommunications carriers. such as other local exchange providers. CMRS providers.
[XCs. and reseilers, or only those carriers that have received ported numbers. In
addition. assuming that we prescribe a particular recovery mechanism, we ask parties to
idenufy aiternative ways carriers may recover this type of cost from carriers (or end
users).

0 Cf. Collection o for Fiscal Year 1995, Price Cap Treatment of

Regulatory Fees Imposed by Section 9 of the Act, Report and Order, 10 FCC Red 13512, 13558-59 (1995)

(adopting gross revenues less carner charges for recovering regulatory fees).

*!!  See supra section III.A.2; Senate Report a1 19-20; House Report at 72; see also 47 U.S.C §§ 153(30),
I51(0)(2), 251(e)(2).

2 Seec Numbering Plan Order, 11 FCC Rcd at 2627.
83  See Interconnection NPRM at § 252.
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216. We tentatively conclude the number portability costs of facilities shared by
all carriers fall into three subcategories: (a) non-recurring costs, including the
development and impiementation of the hardware and software for the database; (b)
recurring (monthly or annuaily) costs, such as the maintenance, operation, security,
administration, and physical property associated with the database; and (c) costs for
upioading, downloading, and querying number portability database information. We seek
comment on this tenzative conclusion and ask whether there are other types of costs
associated with the facilities that will be shared by all carriess.

217. We seek comment on whether the first two subcategories, non-recurring
and recurring costs, shouid be recovered through monthly charges to the individual
carriers using the database, allocated in proportion to each carrier’s gross
telecommunications revenues net of payments to other carriers, or from ali carriers
operating in areas where number portability is offered. We note that non-recurring
charges could be recovered in a one-time payment or over time.

218. We believe that there are at least two methods for recovering the third
subcategory of shared costs, i.e., the costs of uploading, downioading, or querying the
database. First, these costs couid be recovered through usage charges assessed on those
carriers that either access the database 10 upload number portability routing informauon,
downioad such information. or directly query the database. Those carriers. inciuding
IXCs, couid then either recover such costs from their own customer base, or choose not
to recover such costs.

219. Second, the upioad, download, and/or per-query costs couid be foided into
the monthly charges assessed on the carriers using the databases, which would be
allocated in proportion to each carrier’s gross telecommunications revenues. We believe
this approach is most appropriate in those instances where it is not practical to determine
the cost causer of the usage costs, e.g., per-query costs. Under current database
approaches, there is no direct correlation between the mumber of queries made and the
number of telephone numbers that have been forwarded because queries wiil be
performed on ail calls to a parucular switch once any single number has been transferred
from that switch. We invite commenting parties to provide credible, substantiated
estimates of the amount of the usage costs. inciuding upioad. downioad. and per-query
costs. to the extent applicable. and whether such costs will be incurred on a per-minute,
per-call, or other basis. We also seek comment on these and aiternative methods for
recovering per-query costs. Parties are asked to state with specificity the advantages and
disadvantages of each.

220. In accordance with the 1996 Act, the costs of number portability are to be
recovered from all telecommunications carriers on a competitively neutral basis. We
seek comment on what steps we need to take to ensure that this requirement is satisfied
for all shared industry costs. For instance, we seek comment on whether it is necessary
for the Commission to establish a mechanism to ensure that the LNPA(s) recovers its
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costs in a competitively neutral fashion. We aiso seek comment on what mechanism(s),
e.g., federal wariffs, periodic reports, etc., shouid be utilized to ensure compliance with
the statutory requirement and under what authority the Commission can impose such
obligations. We note that section 251(e)(1) requires the Commission to create or
designate one or more impartial entities to administer telecommunications numbering, and
provides the Commission with exciusive jurisdiction over the NANP, and section
251(e)(2) gives the Commission the authority to establish rules by which carriers must
bear the costs of telecommunications numbering administration and number portability.**
We seek comment on the reievance of these provisions to the Commission’s authority to
impose obligations on the LNPAC(s).

b. Direct Carrier-Specific Costs to Impiement Number
Portability

221. Carrier-specific costs directly related to number portability include. for
example, the costs of purchasing the switch software necessary to impiement a iong-term
number portability solution. There are at least two ways of allocating these carrier-
specific costs. First. we could require individual carriers to bear their own costs of
deploying number pormability in their networks. Second, we could require all carmiers in
a given region to pooi their number portability costs, which then would be spread across
all carriers providing and using number portability based on some allocator. such as gross
telecommunications revenues or number of subscriber lines. We seek comment on
whether this proposal comports with the standard set forth in section 251(e)(2), and
whether there exist alternauve ways of allocating this type of cost among the reievant
carriers.

222. We seek comment on whether we can and shouid mandate a mechanism by
which incumbent LECs or others then may recover these costs, from either end users or
other carriers (such as other local exchange service providers, CMRS providers, IXCs.
and resellers), and ask that parties identify the jurisdictional basis for such authority.

223. If the Commission were 10 permit costs to be recovered from consumers.
there are at least two options. One option would be to allow carriers the flexibility to
recover their number portability-specific costs from their customers in whatever manner
the carrier chooses. A second option wouid be to require carriers to recover their
number portability-specific costs through a number portability charge assessed on their
end user customers located in areas where mumber portability is available. We seek
comment on the advantages and disadvantages of these proposals and any aiternative
mechanisms for recovering these costs from consumers. Parties favoring a specific
option should comment on whether their preferred approach is consistent with principles
of competitive neutrality.

“4 See 47 U.S.C. § 251(e)(1), (2).
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224. We note that several additionai issues are raised if the carrier-specific,
number portability-specific costs are to be passed on to consumers. Therefore, we seeis
comment on whether, under any cost recovery mechanism, the cost to consumers should:
(1) vary among carriers in a given geographic region; (2) remain constant among ail
carriers in a given geographic region; or (3) vary among different geographic regions.
€.g., states or LATAs (while remaining constant within that region, i.e., state or LATA).
For each of these approaches, we ask whether the costs to consumers shouid be permitted
to change, for example, on a monthly or annuai basis. We also seek comment on
whether carriers should charge their customers a singie, one-time charge, a monthly fee.
or some percentage of the customer’s monthly bill, to recover their carrier-specific
number portability-specific costs. To the extent this Commission permits carriers (o
recover their costs through use of a number portability charge, we seek comment on
whether such a charge should be specificaily identified on consumer bills from those
carriers as a separate line item. We seek comment on whether any such charge shouid be
filed as a tariff at either the federal or state levei.

225. Finally, we seek comment on whether carriers shouid be permirted to
recover carrier-specific, number portability-specific costs from other carriers. through
increases in charges for reguiated services. Parties that advocate increases in charges for
regulated services are asked to specify which charges should be increased and under what
Jurisdictionai authority the Commission can prescribe such increases.

c. Indirect Carrier-Specific Costs to Implement Number
Portability

226. We tentatively conclude that carrier-specific costs not directly related to
number portability should be borne by individual carriers as network upgrades. As such.
carrer-specific costs not directly related to number portability are not subject to the
requirements set forth in section 251. We seek comment on this tentative conciusion and
on aiternative methods for recovering this type of cost.

227. Carrier-specific costs that are not directly related to the provision of
number portability include, for exampie, the costs of upgrading SS7 capabilities or adding
intelligent network (IN) or advanced inteiligent network (AIN) capabilities. These costs
are associated with the provision of a wide variety of services unreiated to the provision
of number portability,.such as CLASS feawmres. Provision of these services will facilitate
the ability of incumbent carriers t0 compete with the offerings of new entrants.

228. Incumbemt LECs, as well as new entrants, will be required to incur these
costs to support the provision of number portability and other services. While some
incumbent LECs may have to upgrade existing networks and infrastructure, new entrants
will need to design their networks from the outset to include these capabilities. Many
incumbent LECs, though, may already have the necessary network capabilities to support
the provision of long-term number portability, thus minimizing the need to incur upgrade
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costs. By limiting the depioyment of long-term portability 1o those geographic areas
where carriers are aiready offering, or are likely to offer. competing telephone exchange
and exchange access services, we limit these expenditures and their recovery to areas
where the incumbent carriers would, solely for competitive reasons. likely upgrade their
networks. We note that this approach is aiso consistent with that taken in implementing
800 number portability, where LECs recovered the core costs of deploying SS7
capabilities as network upgrades from all end users. "

229. We seek comment on whether we should specify a particular recovery
mechanism for carrier-specific costs not directly refated to number portability, and on
alternative methods of recovering such costs from consumers or other carriers. In
addition, we believe that due to the inevitable implementation of switch and other
network upgrades to support long-term number portability and other AIN capabilities,
networks will operate with greater efficiencies, resulting in increased productivicy. We
seek comment on whether such future network design modifications should be considered
in determining the extent to which carriers may recover carrier specific, non-number
portability-specific costs. and if so, how they shouid be considered.

d. Price Cap Treatment

230. If this Commission were to specify a particular method of cost recovery
from end users. such requirement would inciude companies that are subject to price cap
treatment. Price cap regulation may affect carriers’ ability to recover their costs under
the methods described above, or other possible methods. because it restricts the flexibility
with which price cap carriers may price various services. We tentatively conclude that
price cap carriers should be permitted to treat as an exogenous cost any carrier-specific.
number portability-specific costs they incur, but that such carriers should not be permitted
(o treat as an €xogenous cost any carrier-specific, non-number portability-specific costs.
These conclusions are consistent with our 800 Access proceeding where costs specific to
800 access were accorded exogenous cost treatment. while core SS7 costs were treated as
generai network upgrades.®'® We. therefore. seek comment specificaily on how price cap
companies shouid be permitted to recover costs for facilities shared by all carriers:
carner-specific. number portability-specific costs: and carrier-specific. non-number
portability-specific costs. In particular, we seek comment on whether price cap
companies should be permitted to treat exogenously any of the above number portability-
specific cost categories. We aiso seek comment on whether these costs, aiternatively,
shouid be piaced in a mew price cap basket or an existing basket. If parties recommend
that such costs are to be placed in an existing basket, we ask parties to identify which
basket would be most appropriate.

815 See, e.g., Provision of Access for 800 Service, Report and Order. 4 FCC Rcd 2824, 2832 (1989).
modified on recon., 6 FCC Rcd 5421, 5429 (1991).

6 See Provision of Access for 800 Service, Second Report and Order, 8 FCC Rcd 907, 911 (1993).
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B. Proeedural Matters
1. Ex Parte

231. This is a non-restricted notice and comment rulemaking. Ex parte
presentations are permitted. except during the Sunshine period, provided they are
disclosed as provided in the Commission’s rules.®”’

2.  Regulatory Flexibility Act

232. As required by section 603 of the Reguiatory Flexibility Act,
5 U.S.C. § 601 et seq, (1981), the Commission has prepared an Initial Regulatory
Flexibility Analysis (IRFA) of the expected impact on small entities resuiting from the
policies and proposais set forth in this Further Notice. The IRFA is contained in
Appendix C to this Notice. The Secretary shall cause a copy of this Notice. including the
IRFA. 1o be sent 10 the Chief Counsel for Advocacy of the Smail Business Administration
In accordance with section 603(a) of the Reguiatory Flexibility Act.

3. Notice and Comment Provision

233. Pursuant to appiicabie procedures set forth in sections 1.415 and 1.419 of
the Commission’s Rules, 47 C.F.R. §§ 1.415 and 1.419, interested parties may file
comments on this Further Notice of Proposed Rulemaking (FNPRM) on or before August
16. 1996, and reply comments on or before September 16, 1996. To file formally in this
proceeding, parties must file an original and twelve copies of all comments. reply
comments, and supporting comments. Parties wanting each Commissioner to receive a
personal copy of their comments must file an originai plus sixteen copies. Comments and
reply comments shouid be sent to the Office of the Secretary, Federal Communications
Commussion, 1919 M Street. N.W., Room 222, Washington. D.C. 20554. In addition.
parties shouid file two copies of any such pieadings with the Competitive Pricing
Division, Common Carrier Bureau. Room 518, 1919 M Street. N.W., Washington, D.C.
20554. Parties should also file one copy of any documents filed in this docket with the
Commission’s copy contractor, International Transcription Services, Inc. (ITS. Inc.),
2100 M Street, N.W., Suite 140, Washington, D.C. 20037 (202/857-3800). Comments
and reply comments will be available for public inspection during regular business hours
in the FCC Reference Center, Room 239, 1919 M Street, N.W., Washington, D.C.,
20554.

234. In order to facilitate review of comments and reply comments, both by
parties and by Commission staff, we require that comments be no longer than forty (40)

617

See generally 47 C.F.R. §§ 1.1202, 1.1203, 1.1206(a).
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pages and reply comments be no longer than twenty five (25) pages. Empirical economic
studies, copies of reievant state orders, and proposed ruie text will not be counted against
these page limits. Specific rule proposais should be filed as an appendix to a party’s
comments or reply comments. Such appendices may include only proposed text for rules
that wouid impiement proposais set forth in the parties’ comments and reply comments in
this proceeding, and may not include any comments or argumemts. Proposed rules shouid
be provided in the format used for rules in the Code of Federal Regulations and should
otherwise conform to the Comment Filing Procedures set forth in this order. Comments
and reply comments must include a short and concise summary of the substantive
arguments raised in the pleading.®'* Commemnts and reply comments also must ciearly
identify the specific portion of this Further Notice of Proposed Rulemaking to which a
particular comment or set of comments is responsive. Parties will not be permitted to
file more than a total of ten (10) pages of ex parte submissions, excluding cover letters.
except in response to direct requests from Commission staff. This wouid not include
written ex _parte filings made solely to disclose an oral ex parte contact. EXx parte filings
in excess of this limit will not be considered as part of the record in this proceeding.

235. Parues also are asked to submit comments and reply comments on diskette.
Such diskette submissions wouid be in addition to and not a substitute for the formal
filing requirements addressed above. Parties submitting diskettes shouid submit them to
Wanda M. Harris. Competitive Pricing Division of the Common Carrier Bureau. 1919 M
Street, N.W., Room 518, Washington, D.C., 20554. Such a submission should be on a
3.5 inch diskette formatted in an IBM compatibie form using MS DOS 5.0 and
WordPerfect 5.1 software. The diskette shouid be submitted in "read only" mode. The
diskette shouid be clearly labelled with the party’s name, proceeding, type of pleading
(comment or reply comments) and date of submission. The diskette shouid be
accompanied by a cover letter.

V.  ORDERING CLAUSES

236. Accordingly, IT IS ORDERED that. pursuant to the authority contained in
sections 1, 4(i), 4(j), 201-205. 218, 251, and 332 of the Communications Act as
amended. 47 U.S.C. §§ 151, 154(i), 154(j), 201-205, 218, 251 and 332, Part 20 of the
Commission’s rules. 47 C.F.R. § 20, is AMENDED, and Part 52 of the Commission’s
rules, 47 C.F.R. § 52, is ADDED as set forth in Appendix B hereto.

$* Comments and reply comments aiso must comply with section 1.49 and ail other applicable sections of
the Commission’s Rules. See 47 C.F.R. § 1.49. However, we require here that a summary be included with
all comments and reply comments. regardless of length. The summary may be paginated separately from the
rest of the pleading (e.g., as "i, ii”). See 47 C.F.R. § 1.49.
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237. IT IS FURTHER ORDERED that the policies, rules, and requirements set
fortr herein ARE ADOPTED, effective 30 days after publication of this Order in the
Federal Register, except for collections of information subject to approvai by the Office
of Management and Budget (OMB), which are effective 150 days following publication in

the Federal Register.

238. IT IS FURTHER ORDERED that, pursuant to the authority contained in
secuons 1, 4(i), 4(j), 201-205, 218, 251, and 332 of the Communications Act as
amended, 47 U.S.C. §§ 151, 154(i), 154(j), 201-205, 218, 251, and 332. a FURTHER
NOTICE OF PROPOSED RULEMAKING IS HEREBY ADOPTED.

239. IT IS FURTHER ORDERED that BellSouth’s Motion to Accept Late Filed
Comments IS GRANTED.

240. IT IS FURTHER ORDERED that authority is delegated to the Chief,
Common Carrier Bureau, as set forth supra in {§ 78. 79, 85. 97, and to the Chief.
Wireless Telecommunications Bureau. as set forth supra in ¢ 166. 167.

FEDERAL COMMUNICATIONS COMMISSION

William F. Caton
Acting Secretary
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